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REETUCICY PUBLIC, SERVICE COMLfISSIION 

CASE NOS. 9613 AKD 9437 

TESTIMONY OP LANE IKOHaLEN 

Please s tate  your name and address. 

What is your occupai;iota arrcl by whom are you employed? 

. . .. 
1 auk a n.i.i!Z.ky r;;.tc? and i11a~)gr:g < :o~~~i . t i t a ) i [ .  hi. , ! t~l l~g \-he position of Manager., 

Financia! h:or>su!t.ing wilii i , i ~ s  ?iim r$ Kenrtedji and Assc>cini;es. 

Would you please describe your. education and professisnaJ experience? 

- ~ e a n e d y  acd Associates 
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In 1978, I was promoted to  tho Tax Itepar2:rfienl- v\r!.i<:rc: I conduc:t<:Ci tax r~sseara.:h, 

prepared schedules supporting federal, stat,(.: and local tax ret.urns, developed 

.\.ax, plant: and depreciaticbrl related stspport for tho s:ompan:y's rai.t? <:asas, 

responded to  tax related audit requests, and proparer1 k . i l ~ ,  plant and 

iiepro~:j.at,ion related schedules for mi~nagement reports, bl.rdgets, a n d  f ~ r e ~ : a ~ i : ~ j .  

I also performed extensive clepreciatioo analysis wit,h the consuit:ir!g firm of 

Gilbert and Associates. 

In 1980, 1 .t,ri?nrsff:r.retl to .[.tie I:o~:pcj~-ai-.a .h"anrrifig 8)aparimc:ni anr; i:ua:.; I;te:;. 

pr:,mol:ecl i,o Pir:ancial P!.anning S.!.~.pc.:t.trist-,~.. [ri i.[(i:3 <.:i.t!7<i<;ii;.~, 1 VV?JS r + ~ ~ ; ! ~ ~ r ! . ~ i l ~ i ~ ~  

:'cry computer n?abtleiii.lg arid .~.).II; 1jnaijt:iirl al-ici et:nncmic: r,.iri<irrai:i<~ri ;!-F t i to 

company's strategic pla.ns. E \vas responsih!e for the propawriion o.f ti!:? 

capii.ai budget,  varito~is .t'c!r'ccask Sling:+ ~ r n . i L h  l.<!;i.,tlli~E.~i.::i:~ i~g<>li<:i~:<;~ ;ir;<l 

assistance I11 ?:ate and aiiler .r;i;rategy for.rnalat;on. I util%.i.,cd i.h<! si,r.ai.egic 

p!ani.lffig rrlotiel PR.Cb8C:FEEEJY 3 1  n1ji.I wi her carngl~t.er. sysi.emr: ! cs i:~.i:il~iii.c c:ra pa6 : j  i y 

swaps, s3j .e~: sa:e/1.~;.1sr:baci\s, c : z i r ~ - - ~ l l +  r .  ct i - i - .~  . ,,us, - '?~rii:c:-~fl~, IJ.:I~~:, l 1 0 ~ / e ~ '  sales, arid 

1~3ng i . ~ r m  sylstc?;-ir ni;ic:c:, asflciilg o!llsr. :.:Ir;.i!.e;;Cc t bp t i o~~~ .  

Kennedy and A s s o c i a t e s  
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specialized in utility :Finance, fillancia1 modeling arid utility accouni;irrg 

issues. X also tljrcct.ed ccmsnll.ing aild sofl..mrars projec.ts iltilizing PROSCRICRN 

IT and other p1.opriet:ar.y sorr'cwaro products to support uti.l.ity ra te  case 

filings, budgets, intornal rnartagenten.t and e~r.i.er.nal reporting, and si-rat.egit: and 

financial analyses, 1 have worked directly v ~ i t h  electric cooperative 

managerne~.\t and inardelcd and prepared I'i~ranr:ial analyses of sevel.al electric 

cooperalives. 

4,) early 191?ki, 6 joined Reninecig and Asstscial.as wllere :I s~~ecializs i l k  revenue 

requirements analyses, taxes, eva2ual.ion o:F ra ts  anti financial imf~acts of 

'rU>.. " . I <!ti1 i ona i  i w t l  son--Lr.aditio~lal rntemalring anti oLh$~'  rl ti1i.t~ strategic ar)d 

,IVB presented testimony before the I,ouisiana Fuh1i.c financ:i.al. issues, f k.-. 

fjii.r\rlr:,:? :l~rajnmisslc~r.r c:i~ncerj.)jrzl;; ti lo !'inancia1 co!~oliI.iciii 01 Gulf Sli3tes TJtilitics 

1 hil:i:: de.irr?loj.;ec$ al.iti pre:;si~.i,ed papc:rs ori rzi.ili.i.~l i.i%ie rilnd t a x  iur;txt?a ai: i$n::rgjf 

Maira;:i?r~>oni, As:;ociatcs anrl ETIE70E i2iclnsi.rg conferences. Mtssi; recentiy, I 

?i.~:scnl,sid a rtaper at. I . j i ~  l!)t(%Qi RLC:G?N Ai.l;?n~I Seminar erititlerf "'Tl-ic: E-fEecl: :)I' I-111:; 

1.986 Tax Act on IJ?;ility Consumers". 

Q. Would you please summarize your testimony? 

Kennedy and Associates 



the regulatory st,andard of "used and useful" arid shoulrl, therefore, be excluded 

froxi rrtcogl~jtinn in rakes. 

Secoatl, T varill diuctnss Lhc: ftrrlher. Impaei on rove~irre rrqtllremi:nls of [lie 

assigumenl of MEAM and Cil,y of Clevelancl. Ohio salcs t.o the  Existing Sysiern 

Mr. Fitllsoaberg also s;rppnrls illis atl.jtrstrxlc:n i in h i s  i,esl ilnony. 

'Shjrtl, 1 will discuss .the:: acc:oi?ntii~g :.and r~ier~lalr ing irs~plic:at.ioi~~ 0.C l l ~ e  

i:ornpany's prt.)posed Worlio~~k, and Defert,al Plan. 

Would you phase summarize your conclusions? 

Pipst, 1 have coi~c:lualr:d [-Rat 131s s?;t:!nsioli of' t!ic IVilscirt P!ant. trnd wff-s:ysteul 

sales from test  year revenue r.eyui.rexnonts would result in a iloa-fr:iel i-at.~ 

red\lcl:ion id $27.1 million :fmm ca!ez~dar year 11i385 !e\re.ls. 

Set:orkd, I have cvncIuded that the ncrn-fuel revejruc: rsqniren~eni. is fx11:tl1sr 

r::duced by 89.1 miliinn for a %oi.al of 9336.2 inillion as a resu1.t o:f off-ag7stem 

:. ,,,,1<!!; ,A . '1..:, MICAM i..f.;ft Ci-ly 0.f t:le;io];>nil \nrl-lit:j~ can 5r-: tn;itlr-: f y o : l i  j l~ t?  3:~xjr.;tillg 

Syst.cxr, dospii;o i;he cxt.:!u:si.on of t h e  Wilson Plan'c from the systen:. 

Kennedy and Associates 
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the Workou.1 Plan is undesiral,le because i t  places the  entire Company ori. a 

guarai~.:sed cost rec:cPvary inei:liaoism sirriijar in m0s.L respect,s to  a ftlel 

adjusl;rnent clause. The RRRC raLe reyuesi; cannot; he justified on the basis of 

i.ht? :financial Worlrtsut T*!ar~ as it has beer) eicplaincd by the Company. 

Have you prepared exhibits detailing your calculations leading to  your first 

conclusion that non-fuel rates could be reduced by $ 27.3 million from calendar 

year 1985 levels by excluding the Wilson Plant from recovery? 

Pr:s. My first. calnclasion is stzppcvted Xpy Exhibits LK-4, 1,R-3, LK-4, 1.,,1<-5, LXi.-G 

and llEC-7. The f i r s t  exhibit, Exhibit L K - l  incorporai;es all adjl.lsi.rncni;s I have 

mado tas tlra: HREB:: Rrchihit 5 pages 1 through 3 ].wc,f(>r~na amounts be:Fora their 

piloposed laate increase and t-)e?:'ore t;he clefel-rals p~~opc-::;ed under !,heir. Worltout 

fa].?lr.;. FXi~ibits I,IF-O! 1.,9<-4, T.!:i-5 andl LX-G .i~?<tr.~: j:i.oparcti in sapport of specj:Fi.c 

aci.j~rsi.oiei~i;s or.1 Exhibit; 1,9i.-:!. arid v~ill. h e  iclentified auct described as 

;>ppynprij!tc. 

Please identify the adjarstnnents you have made to exclude t h e  Wilson Plant from 

the  Company's proforma revenue requirements. 

f )n  l{::flihj,( JdM-l, 4 have made a~ijusl.nrc?;ll-s.e i c ,  if:e following cost of service 

items: 

K e n n e d y  and Associates 
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.. Iqael 8diust.tnen.t C;lc?nsa H.cvenues 

- Sales i:o Cfther tFl,ilities Revenues 

- fgl?rchased Pnwer Em:peuse 

'I-1 - puel Expense 

- 7,irno i3rtd TJirurest.one Rxpensc? 

- Other C)psr*ating ant1 Maintenance Expense 

-- I+o.j,erl:y In:;upirnc:a Expsrrse 

- Prctperty l'iiixes Exgerlse 

- Inl.cvssl F>:pc--?risu 

- l2eprec:iai;ion E::pvi~se 

;;? 

22 Q.  P!ease explain your adjustments on Exhibit LK-1 for the three i t ems  "Prxel 

23 Adjustment Clause" Member Revenues, "Purchased P R W F ~ ~ ~ '  experis@ and "Fuel 

24 expense". 

Kennedy and Associates 
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On &;jlfbit :,T(-:[ I !lava ad,just.c?tl parchaser1 power srrpense ancl fuel t.)~pcr1s(? ti) 

agree with Lhe amoutli;:; producecl by F<cinnoc!~r and Associat.es' productiors cost, 

.lnodel i.tnalei. the assufi~p.t:jr)ns (jf n o  WiIstsvt YBiarl-l. a~ad tso o:ff-s~7sLeal sales. 'Tho 

production cost resu1.t~ are provitlecl in Falkenherg Exhibit, 7h.  'T'he fuel prices 

and var.ial.)le f>&lq data input ;1ssurnp\io1is identified on Exhibit 1iIC-3. Fuel 

prices were developetl uti1izir1.g I;he prvforina fuel cost:; and gesieriltion 

arss<:r.ltc.d by Co~npa~ly jr! t.t)eir I;'!rl.kibit. 5, Enr,~y 5, pilgr-: 1. Mr. I'a!kenberg 

of our f irm has cit:scrit?ed the :ial:a, :,';lrei. as!;un~pi;io;is artd modeling I-ei:Iuniques 

'in his iesiil?ior)y. 

On Exhibit LK-3, you have e:ccluded a13. off-system sales. %%~"LPuz'~osP? does 

this serve? 

.. . 
12,:rhl l. ]1'[3.-J. supporl s i.f!r: l.lrs;i r:!i.fi~fli:;io~.t i hni 1 li.le-raii.:Kie<!t earlic:x. i ; ~  ni;y 1; ?'". 

i.esl;i,rIlc)rry wfiit:h stai-es t!iat, oi; the:  hasis of the Exisi.ing Syskenl (v\~it;ho\~.C. 

rac:ovsry of Il!e.:; W i j s s , . ~  I"l;sni i.r!aiefl c:r,::i::) 1,1!c!i..(t vvoi:i'!d be w rake i..s:>(!ut:t.ic)r) 

even . (~ i t t t .o~ l f ;  taking i11i:ii ac:ct-i!~11L njX'-sysi.s\r! :;ales. 'Y.'!-lis Is -why off-sg7stc7~a 

sales are i:xcludad oi;r tirjs e:;hiI>it;. 

Kennedy 2nd Associates 
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How did you develop your adjustment t o  "Lime and Itdimestone" expenses? 

I simply i-itldetl [.he a m o ~ ~ n t s  provided by t;l.~c: Company on Ex.l-lii>it 5 Entry 9 for the 

Wilson Plant as follows. 

Lint estone 9;1,469,201 

Dolomitic I:,imc 233,l GO 

Big11 C:alcium Xlin\e 564,066 

What was the basis for  your adjustment t o  Other Operating a ~ i d  Maintenance 

Expernses? 

;iKi .IT',.I. a,,k~,j .,, :, j 41<-2 k!)e fjysk ~ j t - 1  jy[st.:~~;c:rkt. t.0 [,hi:: ~~>{pc?))::<$ <;;,I( ~::;<WJ? i ! k i i ~ : +  ft::, 

$4,Gr;4,%2'7, i;ho ::ompany's amount of p:.cjfi3rlsic+d operatiort and r~rairs?.:?rtanc:: for ihe 

Wi'jsoil 1 - 5 1 a ~ i ; .  ytje (leyiva{i<31j of 1.1le ~ < $ ~ ; 0 1 1 i , !  a~j~:l:$tlnc+i:t, (i~::tfii~:s~~! j3;<hihi!, 

Ll'-m!c and reflii.cts Wilss~n payroll artd benefits costs nei: nf c:apil,alized il~noun.?s. 

.kllird atljastrnei>-l reflec-ts cl~angws i r k  vcir.iot:di; flL'$M ;:is it r.it~?i!!. (d 011~. 

rrrc>dr-:l.ir\g i ~ ?  !,he E:risling System wjtlrout the W i h n  IZ'liiiii;. 

K e n n e d y  and Associates 
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sulztracting out variable OSrM specifically attributable .lo the Wilson Plant. 

'i'bis r~enlalning vnrjable OSrM was then allocxted t o  all general.ing plan'ts except 

'6l'ilson on the basis of the Company's proforma generation Eroni their Exhibit 5, 

Entry 5, page 1. O&hA ciilculaiions are dei-ailed in E~hibj:ts 1X-3, pz:ga :I of 4 

and LK-5. 

Please explain your adjustmea~t for property insurance. 

aij.iusl:,mer.)i; i:; to  e-j:i:latie Wilson re:la.terl p r i i~~c>r ty  jrrsuranct: expenses horn 

t i le  test peyiod. The calci.c!ation on Exhibit XX-6 is based on ail allocai,ed 

:;hare o:C the Cnirrpi3lry's pro.fortneil cosl: o:C ilie frlflowing three r e l e ~ r m l  types of 

insrrj:ar.rce as fourid nrl BR1.7C 13xhibi.l; 5, ITi-ilry 17, page 2: 

, Propr:r.ty - Ipirc-:, E;;t.erttlsti E:::,.irsri.~gc-!, 'if andaiism 

. Si3ei:ial 'R4u'it.i Pepil inclutiing General 1,iahility. 

. .Boiler ant1 Mt~chincr.)~ 

How did you calculate your adjustrments for property taxes and depreciation 

expense? 

l l - 1  
.I l-rcse sd.irr:;i~fic>rii..s i.r;.f'iec.?. t:.;;clnsioo 0 . F  Wlison Plant. reIaEa:c? CO:~!.S. The 

properl,y P i j i c  z~mouni  wa:; proviclciir by I-.k~r: :7on:pany as 11;~1!i 7 ii-i i>c!sponse "ic? the 

Ai-i;ori~cty C:;c:lltrraITs Rec:nrrtf l:xi,a Recluest, 

Kennedy and Associates 



Lane TPntlen 
Page 10 

'T'he clcpreciation expense was c1evr:loped by the  Cornpany jn Exhil-tii, 5, Entry 33, 

page 5. 

The last of your adjustments on Exhibit LK-1 is for interest on the Wilson 

Plant investment. Please explain how you derived this amount. 

Tho amol~nl  oS inie.rss.1 on Liie Wilson P1an.i noesfrnent is detailed on Exhibit: 

JIM-6. First, a June 30, 1.985 balance t?C the Wilson Plan:. and associated 345 ltiV 

transmissicao line invesi;men.t was  developed based on ihc! 1iet:snlber 3.1, 1985 

bal.sinre provided hy tlie Company in their Exhibit 5, Entry 1.3, page 5. The 

hypotl>a.tical v a l u ~  o f  a Rc?id to Coleman SliJ. KW lirrr? vgiis owclntled Frc~ni !.tic? 

'5Njl:;on TPlani, it~vsstnlerii,. This value was provided by the Co1npan.y a:; Item 3 irt 

X'BSpox.;St? \,o k h b ?  /4t1:[.0~ilt>y f ; h : l l t ? 1 ? ~ 1 ' ~  S ~ C C P T ~ ! ~  I>?ltti r $ _ t 3 ~ ] l l k ? ~ (  iil.!~] ? 6 ? ~ ~ ~ ~ t ? l l L i i  t he  ~i . ! j . i36:  

of i,his 163 FTV l i n e  wi-rick1 was allolliic?rl ky the Comini.i;si.oil in iijocket number 91433. 

. . Secoratl, a wai~;h.tcr't avorugst ~r><.st.s:!ji. ;;.li.c i o  j . ~ :  ~pj;)li(?d to i,he W ~ ~ S Q I L I  I r i \ ~ ~ ? ~ k i i ~ o ~ > t  

was: (;alciliatod. Only the dab:: ~ B Y I I ~ S  rela[-:xi trj t h ~  'Wilson investrixcni: were 

. ,. 
I Inc:l1;siox1 c t r  o::::l~rsiali; 1rir;lis l,asetl o r 1  t he  dirles or t t a e  debt  issues, 17 

. P. nrsn-sps?l::;,cic irr rrsl;il~.c:, In genei.a!, 1 ?!,ssi:!.norl i.l.iai- :-.lic !r\.ijsi r.ecarkl, debt  is:;ues 

sci:pp>ri,c;t.l :.he YWSOI: ~ ; I \ I ~ ? ! ~ ~ , ~ K I c ~ x ~ ~ . .  

r ~ y  , , l r . ~ r * c l ,  ' i:!.,t: vui-:igi;.l.:?il avst~agr:: ii~.lerc::;i- r;i\:o ~vt!au u:;ctl I r ,  a a ~ ~ : n i a i ' ~ ~  a i y i  additionel 

h1l.f y;:il i. c j f  cap.ital.izc:d int,eresi- v~\lh-icVl was trhcn ~~scc! (6 i.\tlji~:ji, t,he I-)e::eintpor 

31, 3985 WiIsorl 'i~alaikce to a ,B.une 30, 1986 i>;!ilnr;ci:r. 'I'ho v$eighi.ed average 

Kennedy  and AssociaCes 
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1 inl,erest. rate was t.hcri appl'lcd !;3 ohiain ;;he interest expense ass:)ciated with 

0 
i. tho M1;ison Plant but esr:fudlrtg the value for a 161 MV lint.. 

3 

4 9. BWEC computes Wilson interest to  be $83 million. Why do your caXculations show 

5 $90 million in interest a t h i b ~ ~ t a b l e  to  the Wilson wit? 

8 

'7 A. IZREC's calcnlatfc~n iaappvoprjately assigns rnnny low cost debl: issues to Wilsurr. 

8 Some of these !oans carry interest rates as low as 2% and were issued loilg 

9 belore Wilson consi;roci.ion began. My cnlcudatinra cnnrier~raiivcly estimai es I:he 

1.0 :;osL of funds attribui.ab1e to Wilson construci.,ioil. 

It i 

12  Q. Have you developed rate tarrifs reflecting the  exclusion of the Wilsori Plank 

13 and the  exel~~siona. sf all off-system sales? 

I 

." - 
I ii 131 . "iT~?s. Cjli I<r:hil;ait PrK-813, I rlevo1ii.p as, energy r.ai.c+ 2irid a dorina;rtl ra te  i1sa.i 

3 5 !:efloc.:i.s re.i~sr~ue redu::iions o:F $27.1 rniliior~ i r ~  non-fuel r a t e s  and $8.6 mi.l!iori. 

1 7 in f u e l  ri.1t.o~ as indicatt:d orr Exhibii. IAM..2. T have otilizeci [.he p ~ o - f o m a  

:j. !; hiS.li.rig ~ i i l : ~  provided by RRRC in their Exhibit 4 page: 1 and 2. 

? ?? .. :+ 

2 0 BNCLBJSIOPU' OF MEAM ARTD CITY f9P GLETTELAMD SALES 

21 

22 Q .  How does Exhibit LR-2 differ from Exhibit ILK-I? 

2 :Y 

2~1. . Exhit,i-l. L18-2 sinply talros (.he f i na l  r.r::;ults from Exl,il.,i.[ B.>K-l seff~?cling t h e  

Kennedy  and A s s o c i a t e s  
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exclusion of Wilson items wilh no off-system sales and incorporates adjustments 

t o  reflect sales to  MEAhd ant1 , the City o-I' (:leveland. 11. also refler:ts no~a-fuel 

revenue atljusl.ments to  provide R TIER, WE 1.07, the 1as.t TIER allowed by the 

F~!;entuc:ky G,:ommission for Eis Rivers. 

hbr. F;tlkc+nlasrg of our firm has tcsC.i.Eiod t o  tho proilnc.tion cost rne.thodology 

esnpjoyed. I ut;ilized (,he productic-,n cost inodel results to  adjutst "Burctlased 

Pnwe.rf' r;:i.pr:nse, "F'~xr>l" expens*? i-i>l<I "Fuel Adj!~stmerit: Clause"' reveriue. ri'hi-: 

producl.ion cost model results are provided in t?af.kenberg Exhi.tsit 73. Finally, 

f dt:t+?r.inini!si thc: rioi !nni.gin to geno~atc? ;i 1.97 ':Fi'Yl',R. B then det.emined the net; 

ci~angc? in non-f~ln! 1,c!a.i-ssl rcvenuci tha t  was nccessilry k.o generate this margin. 

T 7 4 .  . 
i iia nrc:akdo.tw~~ bo-Lwee.ii !E~:ri~r;l.xtd anrl c3nergy rc:veraue required was developed orr 

Exhjbit Id<-RC. 

9. On Exhibit LM-2, yim have iacluded off-system sales to MEAM and to  the  City of 

CIevelalld, Ohio from the Existing System. How did you derive the revenues for 

these "Sales Lo Other illtilities" ant! the associated "Fuel" and "Other Purchased 

Power" exr~emses? 

A. 7'11w r3r?.trer\.t:~c: projor:i..ion:j !I'oc BAI3;:ABA aud C i t y  0.f.' 6:1evelari(i ~8182; W ~ ~ B C F :  dc?\~eloped by 

fl?>IRC: on t:hoir. Rxhibii: :I, Ei~!:ry 4 Pagi? 2. Tho revet-liiu from MEAM. was projected nt. 

$.15,6?:%1,10'! ft,i. {.he i,asi, pe~iard. 'I'ito r.svcnrie -f.'roin l lrr C3.y of  Clt:vaianiX w;: is  

prsjec:;(i:i; at- !fi5,24E?,Z5'7. 'I'ke: &xisl,i.t-1.g 3ygstoil?. %?I; snfficier~ i:. to sup),~l.y the 

ent?jyy :.inti c:apalcj.i.>r [or i.],esc: saies as Mr. l~;~l.lror~i>er~.; :.e~rpl:~iris in his 

Kennedy and Associates 
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On E~:hihicL LK-2, I have adji.ssted pi.rrchased power. crcpertsc and ,fue! enrpenz;e from 

Ex11iSj.t LK-1 to  agree with tke amounts prorluccd by Kennedy ancl Associat,es 

productio~r cost moclc-:l wit11 the assnmpkions of  rto !@Isor, Plant but ixir:lnding the 

Company's scheduled MEAPYI and City o f  Clovelaild off-system sales. 'fhe net-. 

. . effecl  of this ac!just.rrrent 1s C.o ~ e d u e e  i.er:t year revenne reqoir.c:rnr:~l.is by 89.1 

million since the MRAM and Cil.y .of C!eveland sa1.e~ incrarssr: energy casks by 

$'12.5 mS!lion while generwti~ig rcivennes cb-S %23 .T i  r:iillirin. 

Q. What can be concluded from Exhibit LR-2? 

Q.  Have you developedi rate LarLffs reflecting t h e  exclusion sf  the  Wilson Plant 

and the irrcfusion of aff'f.-sysLem sales to MEXM and the City of Cleveland? 

1). - ..  tic:^. $311 :E~:hibi./ B,Y<-9.)$$, 1 clc:i;sjrkl) i i jb  c.:l.iort<;y y;-;tc: 2nd i i  rl~:ty\al\ti r.il-tc; t.llai 

reficc'is the 1.1csir-fire! ravc:i:!l.lc? rc.:c!!lct.ioz; of $36.2 rr;i.ltion a!\d i,l-re .rue! pc>vcrrurr: 

: t i  . . l l  3s : i ; ?  I i t  - f Ira.irc: i~.i.i]izcd ih6: 

Kennedy and A s s o c i a t e s  
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pro-forma bitling units provided I-)y BREC in their Exhibit 4 page 1. of 2. 

Q. Please describe Exhibits EK-SA and LE-9B. 

A. Exhibit. I,K-9B sa~rnrnarizes t.ht: distribution GI revenues for HREC cus.tonters urrcjer 

cu~:reni, isat.es, Kennedy and Associates' proposed rates ant1 13REC1s proposed 

ra1.e~. 111:<.l3C.: propc)ses an average increase in rates of 3.6% (-1.7%) for NNS, 8.13% 

far  AFjGAN and 6.3% for. non-aluminum load:;). Ketxncxly ancl Associai-es propr;:;os ail 

average rcactflct.jon in ra.tes of 21.il.?b (-22.2% for NSA; -:1!).7% f a r  A1IAC.4N i . ~ ~ ; d  

.>,I 
- ~ i r . l %  :For( \:he rerrlainiiig sales). These calculations are shown using the 

kj!, l i~~g ;.HI%. r-l~rcl ti.jm.i:f assumptions conl;ainod ir: P,Z?Ifk': Exhibit 4 page? 1 of 2:. 

Exhi1,iL T,R.,SA snmur~arizss %li<? revenues essocia!.ecl  with tkr.; a:;sumpiiorrs ccrlll-.r.iinst3 

1 x i  I -  . Exhibit LK-913 summarixes {.he r.evc:nites asst~r:iai.od wi.l,l~. ttre 

r l ;~ss:l~nrpi ions taf  P11<.-2, ?-.ltc? cat;c? vvc,: r~ttct~mirranc's. 1 Rest? i.~~vo ;~! ;< l~ i l i j . i .~  criircsyoirc! i a ,  

Exhibits LI<-8A and LK-013 and simpl.;l7 pr.ovi(1.r: a greai..rx !eve1 of :leiail thari tho 

prior two exhibii.~. 

ACC=I)UHTIWG AND RATE HMPLHCATIONS O F  PROPOSED W01RXfOtJT PLAN 

9. Please expllailr the accourating mechanisms proposed by the Company as part of 

their proposed Workout Plan. 

P 1 A. f !re B:ompany has tbsveloped it:!; rat(? FiJjx~g a ~ j d  proposed r.ai;os I-0 c:l.::;.ttu 

K e n n e d y  and A s s o c i a C e s  
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projected Nel; Ma.rgi.n of $9 rnillion and a TIER of 1.1296. Since [,he proposed 

rates 610 not pro?ritla sirffi~.:ienL re-trerrnr: to  generate this level ctf Margin, 'ZS,R.EC 

has prwposed an accounting entry which defers a portion of l:h.e interest costs 

of {.he Wilson Pla~lk. 'This ar;cctun.iing entry is very silr~ilar t.o capitalizing 

interest costs (luring coust;ruction. I3ecover.y of interest costs is delayetf and 

a regulatory i:sse.t. i s  created with the expecLn.tion that these deferred costs 

will be rc?covered through frj.ture ra te  inc~:eases. 

Q.  Isn't i t  possible and indeed likely, that the Company will be able to  manage or 

control the arnou~rt of interest deferred under this accounting rnechanzism in 

order to achieve their desired TIER or margin? 

i?i . . t f i ~  a'!lowc:d 7'.!]3lf is r:n:lsjiSsi,.sd a givexi Isy. the ('rtrnpany, i;hey a::oulicl rrrbt1 

likoiji ctioulti', u n c l c r  t.hei.r iir.<?pc~sed i?ti:erc:;.si: dg:fei.r.a! mechanisxrl calcu1ai;e the 

!+:TIC!  (sf i:n( er.est clr-?fi.lr.!an? i n  ;:;'ar:h iic:i:<,rri,i.ing pwj.od t.let;essilry tc, assme !.he 

ati,ainmci;-i of the allowcd %LEE.. The amount of inl.erc:si: defarrral I;h.~311 becomes 

a hatan<:.i,,g r?nei;f.i;.~nisi~j i1.r essence ensuring t.lia.2 irjcre;.ases ov tlee:?eases in O.t.1163i' 

costs from best; period levels are absorbed for clefcrral and futurcl: ra1.e relief. 

Adtup.i;ion 01' ithis ir\tsre:;.i-. defewil mecl~al~is l~,  bi:c:r2ns.,o (1% i.l.3 ill:errelaiionsllip 

with all. nf  Bf30C's costs, woi.114 p!ace the entire (hmpany  on so,nei:hing 

comperablo i.11 n fllol ~.et;i>i~et.~r tr)e~:f?i.i)!i~~~). ''r!>i~ i:: BFI 81: W ~ T I / ~ ) O  1 0 ~ 6 :  s i j ~ ~ ~ t ' r i ) . ~  

for RRRC. 

Q .  Would there be future rate increase requests associated with the proposed 

K e n n e d y  and A s s o c i a k e s  
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deferral of interest? 

.A. B:ertaiidy. The deferral of ini.r?res.i-. under 1.h~: p~:oposed mea:hnslism wolzlid crs3t.e 

an assot (ileferrcc! clebit) that the Company would seek to recovcr through rates 

in the future. Of course, the Conmission coufd control .I-he titl?ing of the 

associated rate increases, bu t  tile arnourti. of the deferral wouf.cl he tmder. i;hs 

ccmtrol of BIPEC rnanagemenl; as prt?vio~~s.ly discussed. TJItimately, the Company 

would expect the Cornmissior, to raise rates to recover all ari1ouni;s deferred. 

Q.  Has the  Company provided a projection of future ra te  increases resulting from 

their p r o p ~ s e d  W o r k ~ u t  Plan? 

h. ? iJ i~ !  l o  my lirno~ledge?. 'Phis nnrlerccr~rc5s i f lo aced Soy !:at~.tion as a result, o:f . t h ~  

opert-ended nal.uue of the i~~.teres'c da:ferraJ. acc:our;t;iug rnechanisn?. 'I'hc Company's 

;,ropc~sed increase in  t-fais tlocli.ct clearly foresh?\tfows r ~ t u r e  increases. 

Q .  Please summarize your cmpposition to the Company's interest deferral accounting 

and ra te  proposal. 

.T ,.. A. .t i t  st, iC RREC:'s proposed de.ft:r.r.al mee:ha~lis~i, is apprr-,irr:il, 61tEC is ~ira!-.ilni-c:a?d t (> 

aiwajrs recn.j.(op ji.'s at!owc?tf TTER. This wc.ii11.d be arialogorls to a!lotvI:.rg E r n  TO'ii 

i . tr l)oc,k .4,P17D4: cn1hent:vsr i t  laj.letl ici ctarii i j ~  ; 2 1 ! ! 0 ~ , ~ 4 : c I  ~ t : : h ~ ~ r ~ i ,  f311~:jj ;).pp~~)~tc;jk 

removes i3.11 ir1r;entives for a utili:try to properly martage its costs. 

Kennedy and A s s o c i a t e s  
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1 Second, the aor;epi.ance of t,ili.n, proposal by the Commissioxt in this  docket may 

2 ci3\as+> it to, s:F:fac(.lvely accept. arid cleciaie sight 1lnseel.l a sf-ries of f a t u r ~  BREC 

3 ra te  i.ncrsascs, the magnitude and timing of which are uuknovrn. 

4 

5 Q. Does this conclude your testimony? 

6 

7 A.  P{->s, iE- iloes. 

Kennedy and  Associates 
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Lane Kollen 

State of Georgia 
County of Pulton 

Subscribed and sworn to  before me, a notary public in and for the State and County 
aforesaid. 

M y  commission expires 

MY COMMI$SION EXPIRES SEPT. 12, igtfll 

This ct: day of -.-- O c t .  1986 
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ITEM 1965 A i i i r a l  
- - - - - - - - . - - - - -- - - - - - - - - - - - - - - - - - - - - - 
E l e c t ?  ; c  Enet gy R e v e n i r ~ s :  
- - - - - - - - - - - - - - - - - . 
Membet s :  

Oemar~cl $77 I 370 I 888 
t n e t  gy  29 I 354 r 944 
Base Fuel  + Fue l  A d j u s t  10114271111 
Powet F i i t a r  Penal t y  50 I 369 
Panarr~a Surcharge 0') 0 '1 1 ~ 1 ~ 7 ~  
Cap; t a l .  Power f t  am U i  l s o n  (2671610) 

KOLLEN EXHIBIT LK-11 IPAGE 1 OF 2 
81G RIVERS E1.ECTRIC CORPORATION 

PRO FORHA INCOME STATEMENT EXCLUDING WILSON 
TbELVE MONTHS ENDEfl flECEM6ER 311 1985 

DREC 
P r a  Forma BREC KLA 

Ad j i i s imen is P r a  Fot,lila AJ jus  tinents 
- - . . . - . . . . - -. - . . - - .- - . . . - -. - - . . - .- - .- . - . - 

Nijnmeiiitrers : 
Sa les  TO 0 t l . 1 ~ ~  L i \ I i i i e ~  "72r259~5113 1% ,L40 I 362 

(5041785) 911'"" ~ 1 ~ r 1 6 7 5  ( 2 )  (911394)i475) 
Revenue C a p i t a l  i z e d  - 

bJ i I siin P I  an?. (44,3171542) 4413i715Q2 0 

Oihev O p e ~ a i i  ng Revenue 531170 531 170 
- - -. - . - - - - . - - - - - - - - - . - .. - - -- - - - - - . . . . . - - - - - - - . - . - - .- - . - - 

T o t a l  Opera i  i nq Revenue ' ) T I  
LJO I 023 I 720 7!153916!2 30615631322 (100146t1C74) 

CijsL Of E l e c t r i c  S e ~ v i c e :  

F'ul;chased Power: 
tIMP&L Sta t  i o n  Tun 34 I 394 I 594 (430,738) 3317631856 (3)  (1155'71856) 
Gil,eP g i  i 1 i t i e s  512161864 (5691084) 416451900 I k4 I 'LC0 
D i spa tch  i ng 182 I 751 11'12 i 750 C 

Fire l 74.~6751172 1819281735 11316231727 (5) (54.r9871927) 



XOLLEN EXI4IBIT LX-1 r PAGE 2 OF 2 
BIG RIVERS ELECTRIC CORPORATION 

PRO FORMA INCOME STATEMZNT EXCLUDING WILSON 
TUELVE MONTHS ENDEO OECEMGER 311 1985 

ZREC 
Pro  Fnr~i la  BREC IGA #&A 

1985 A c t u a l  Adjustments P r o  Forma Adjustments Pi.0 Forma 
- - . - - - . . - - - . - . - -. - .- - - - - - - - -. - . - - - . . - - . -. . -. .. - . -. . . . .. - - - - . - -. - .. - - - -. - -. - . - 

R e g u l a t o r y  Canm i ss i on Fees 324 J 640 324 J 640 324 J 6411 

A m o r t i z a t i o n  250 J 924 369 r 728 620 J 652 620 I t52 

O i l . 1 ~ ~  Deduct i o i ~ s  31) 583 (111458) 251 125 25) 125 
~ - 

T o t a l  Cast Of Elect.? i c  q7'7 CCC L J J J J J J J ~ O ~  1211546~ 678 3551 101 1180 (183r201~719) 171r877r761 
S ~ F V  i ce  

O p e r a t i n g  Mars i ns 21468,718 (511007rU76) (4815381358) 82 J 737 J 045 34.) 179 r 487 

l n t e r e s  t Income 1 1040 1972 l I a40 r 972 110401972 

0 t h ~ ~  C z p i t a l  C r e d i t s  A ~ i d  9 I 633 ($1305) 328 
Pat ronage  A I I  o c a t  i ul is 

. - - . - - - . - - .. - - -. - . . . . . . . - . . . - - - - - . . . . . . . . - 

Ne t  Marg ins  315191323 (511016~381) (47>497rC58) 
--------.---- ------------ -.-----.------ --,-.-. .-------.----.- 

Nun-Fue I Revenue Reduct  i o n  

N e t  Marv i  n A f t e r  R e d u c t i o n  

Al  I owed TIER 

Fue l  Revenues Co l l e c t e d  1011427~111 

T o t a l  2evenues Col l e c t e d  2118r29brl84 - -.------- --.---------- 



KOLLEN EXHISIT LK -21 :AGE ! OF 2 
BIG RIVERS ELECTRIC CORPORATION 

PRO FCRMA INCOME STATEMENT EXCLUDING WILSON AND 
INCL.UDING MEAM AND CLEVELAND SALES 

TWELVE MONTHS ENDED GECEMCER 311 I985 

1 TEM 
--. ... -.. - -" 

E l  e c t i L i  c Energy R~JVEIIU~~: 
."- ..- - .- -- - . . .. - -  - .- - 
Members: 

Demand 
Energy 
Base F i ie l  I Fue l  A d j u s t  
Power F a c t o r  P e n a l t y  
Fanseia Surcharge 
C a p i t a l  . Power t r i m  Wi l j o n  

T i j t a l  Member Revenue 

K&A A d j u s t m e n t j  
P P ~  Forma MEAMlCl eve l id 

E x h i b i t  LX-1 Sa les  
- - . . - . - - - - - - - - - - - - - - - . - - 

N~nme~fibei-5 : 

Sa les  To Other  U t i  l i t i e s  3 2115441358 

Revenue C a p i t a l  i zed - 0 
W i l s o n  P l a n t  

- - . .. - . . - - - - . . - - - - - - . .. - - - - 

T a t a l  Nonmember Revenue 0 ,-I4 L11544.1358 

Other O p e r s i  i n g  Fever~ue CY 4 
.I., I 170 

- - ." .. -. - - - - - - . . - - . . . .. . - . 

T o t a l  O p e r a t i n g  r1 i \EvEr~i)E . .  20A I 099 I 248 21 I 544 r 358 

?up ih2 j~d  Poucr :  
I-IWPkL S i a t  i on Tun 7 r >  1 

J L I  10610Dl 831100 
Oil-lei* U t  i 1 i t i  ES 417701000 3171 000 
D i s p a t c h i n g  102 ' C  

LL I 7 ~ 0  13 
- - . - -. - - - - -- .--- - 

T o t a l  Put chased F a w ~ i  371 3781 750 400 I DGC: 

Fue l 5816361000 81A311GCfl 



XOLLEN EXHlGlT LX-21 PAGE 2 OF 2 
aIc, RIVERS ELECTR I c CORPORATION 

PRO FCRMA lNCOME STATEMENT EXCL-UDING UJLSON AND 
INCLUDING MEAM AND CLEVELAND SALES 

TWELVE MGNTtlS ENDED DECEMEER 311 1985 

XRA Ad Jus tmen is  
ppij MEAMIC l eve l nd 

Exh i b i t LX--1 Sa f es 

P r o p e r t y  Taxes 2 I 11.14 r 787 f l  

I n t e r e s t  25 1500 19117 fl 

D e p ~ e c i a t  i o n  18~17b~fl23 0 

Other  Deduc t i  on5 251 125 fl 
-.. - ........ -. ... -. .- .- - - - -. - . - .- - - - 

T o t a l  C ~ j t  Of E l e c t r i i  171 1899,761 12147br 000 
S e r v i c e  

O p e r a t i n g  Marg ins  34 I 197 I 487 71fl60)35:5 

0 t h ~ ~  Cap i i a  t Cred i i s  And 7 7 1 3  JLU 0 
Pat ronage  A! l a c a t i a n s  

- - - - - -. - - - - - . ................. 

N e t  Marg i  ns 35 1240 1787 71flbt31358 
............. .- - - - - - - - -. - - - .-.* ----- --- em---.- ------ 

N o ~ i . F i i e l  Revenue R e d i i ~ i .  i o n  331 455 I 724 0 1 0  ' I C U  
I I 00" i JJU 

------------ ------- --.--.-.----.--.- -*------.- 

N e t  M a g i  n A i t e r  Reduct  i o n  117851Cb~ --- ------------- 
A l  lawcd TIER 1.fl7 

".-,- - ---- - .................. 

F u r  I Revenae.; CoI I e c t e d  92~8101750 

Nun -Fue I Revenues CG l l ec. i@d 79,779 I 604 

T..A" 
1 u i d  l Revenues Co I l e c t e d  1721590,"J54 

------------ ---.- - -.------ 



KOLLEN EXI-IIGIT LX-31 PAGE 1 OF 4 
BIG RIVERS ELECTRIC CORPORATION 

FRODUCT ION COSTS 1JI TI4OUT WILSON AND GJITIiOUT OFF-.SYSTEM SALES 

T n t a l  P rod  
GWli V a r i a b l e  Fue l  Cost Var Cost  Fue l  Cost Cast 

U n i t  Generat i rjn Cast (B/MlJh) (BIMUI-)I (KB) ( X r t )  (XS)  
------------ ------------ _-_-_-_--_ ___--___ -_-_---_--_ --------- --------- _...- ------ ___-_---_- __-_-_-- --__---_-_- --------- -----^-I- -----I--- 

267 :I 443 I 1 7  Sepa 1144.1 
1 I 141 3.1 12.96 7 C 7 0  Coleman 3 .JI JJU 141 772 1913Jfl 

r l  11105 7 I  
I,~I emiiii 2 J. I 12.76 3 I 424 141315 171739 
Ciiieiilan 1 1 I 087 3.1 12.76 31369 141084 1714.53 
ClMPL 2s (266) 3.1 13.01 (825) I354bD) (4,295) 
HMPL 2 1 I 143 3.1 13.01 3 1545 141976 181421 
HMPL 1 1 I 134 3.1 13.01 31516 14 I 754 191270 
Green 2 1 I C57 5.02 11.44 51315 12~112 1714.27 
Gveen 1 24U 5.02 11.44 : 1205 21746 31951 
R e i d  1 17 3.1 15.64 J L 2bC 311 C 4 

R e i d  GT 11 3 327 711 ,JL I 

G r i d  '7 f] 128 '1 28 
A l i t m  

n 0 
System Tvans 0 0 0 C ---------- ---------- ---------- ---------- ---------- 

-em------- ---------- ---------- ---------- ---------- 
T o t a l  s IJi t h a u t  Purchases 666': 16 I YO2 cn  1 . 7 1  

JUIOJO 
7' C70 JJJJU 

---------- ,-- --- 
I{MP&L. Purchaiie; 6 I 23& L.O I L 7G 1:: I 4.3: 1 1  t 

---------- .. - - - - - - - - - 
Sepa Energy 0 11443 1, J 4.4,3 
Sepa Demand J! 214 
G r i d  a c )n  

1 CU 

Exper ie i f  L l n s e ~ v  Energy I S  

T o t a l  O ther  Purch  I'iiuer 

T o t a l  Fue l  I PPI Va? OSM 



XOILEN EXHIBIT LK-31 PAGE 2 OF 4 
DIG RIVERS ELECTRIC CORPORATION 

PRODUCTlON COSTS GI!'THOUT WILSON UITtI MEAN AND CLEVELAND OFF-SYSTEY SALE3 

T o t a l  P rod  
GWh V a r i a b l e  Fue l  Cost Var Cost  Fuel Cos t Cast 

U n i t  Generat  i o n  C j s t  (BIMWh) ($IMWh) (K$) ( K r t )  ( lK$ ) 
------------ ------------ ___--__--_ _I_--r__ ___-------- --------- ----I---^ -----me-- _____--_-_ ___---_- -___------- --------- --------- ----.----- 

267 c I Sepa J , '4 1,442' 1442 
11141 3.1 12.96 31537 14 I 785 I0 7-7') Cilleman 3 L U I  JLL  

CD I email 2 1 )  104 3.1 12.76 3 r 423 I4 ,318 171731 
Coleman $ 1 I 096 3.: 12.96 31367 14.1 078 1714.45 
kIMPL 25 (266) 3.1 13.01 ( 8 2 4 )  !31h50) (4,283) 
HMPL 2 1 j 143 3 .1  13.01 .J I J ~ J  141870 191413 7 C 7  

HNPL I 1 I I40 3.1 13.01 L ~ , J J ~  14,826 18) 350 7 c.n 

1 I 450 5.02 11.44 71279 lb1587 3.1 n a Green 2 LJ I ~r61.i 
Greer~ 1 519 5-02 11.44 2 I hot! 51940 8 r "Jib 
R e i d  1 44 3.1 15. $4 135 691 816 
R e i d  GT 30 8L96 906 
G r i d  2 1 401 40 1 

7 C I 110 C 1 A l liir CIO 

(7361 System Trail3 n r! ___-______ ___-______ __-------- ___...-...._-_ ---I------ _--------- -_________ ____--__._- ---- __--_.-.---I _- -------- _.----.-.-- C- 

I ' o i a l s  u i  thou'i Purchases 71749 20 1347 67 I 267 871&1& 
-.--------- ,--.-------- 

I C)C3 
01 L J L .  

3 1  3'11 1-IMP8L Purchases LorLJi 32,489 ---------- ,-.-----.---- 

I I. 1.- Sepa Energy i 19'iL 

Sepa De~nand 31204 
Grid 4.01 
A I iirn 56 
Expected Unserv Energy 4 

. . . . . . . - - - 

T o t a l  Other  Pt i rch Power 5,107 
----.---,--- -- 

T o t a l  Fueil :PI Var OhM 



XOLLEN EXHIBIT l.X-3, PAGE 3 OF 4 
BIG RIVERS ELECTRIC CORPORATlON 

VARIABLE O&M FOR 0IE;PATCI-l 

T o t a l  Energy R e l a t e d  OkM 
Wi l s o n  Energy R e l a t e d  Expenses 
W i  lsort L.ime And L imestone 
G t w n  L i  Pie And 1.irnejtone 

Non W i l son R e l a t e d  ORM Exc l L ime b Limeston,? 
Non U i  l s o n  MWh 

System Var OkM E x c l  L ime & L i inestone ('$/Rwh) 

G ~ -  re11 - L ime And L imestone 
Green MW1-I 

GFEE~I L imes t i l ne  ('filMWh) 
System Var OkM E x r l  L ime & L imestone (B/MWh) 

Green Var i s b l e  8LM Cost ( $ / M w ~ )  



P?;n Fiwma 
l l n i t  Cast 
-------".- ---------- .--------- ------Me-- 

R e i d  $ 1 ~ 1 0 1 ~ 7 5 R  
Caleman 837~541,240 
Green 539~1661985 
MMPSl 524,970 J 793 
U i  I s o n  8361913,944 

IKOLLEN EXtIIBIT LI(-31 PAGE 4 OF 4 
OIG RIVERS ELECTRIC CORPORATION 

1785 GREC L1NIT D1SPATCl.l COST 

PP~I Foi;ma 
Generat i o n  ---- ------ - ---------- - 

'70 J 440 
2,896,545 
3133b~091 
I oon ~ v n  
I J  I L L I J O L U  

31006~343 

P r o  Frjt\mi 
Fue l  C ~ s i  

($/NIJII) 
.--------.- .--we ----- 

515.64 
$12. 96 
$1; -4% 
r t  Y ~ l J . 0 1  
512.25 

Var i a l i l e  
O&M 

(BIMWh) ---------- ---.--,..---- 
53*1U 
$3.10 
25.02 
+ Y VJ. 10 
82.01 

P r a  Farma 
Disp  Cost 

("VMWll) ---------- ---------- 
818.74 
"P6.nb 
$16.46 
$41 I 
Y . l n .  i l  
514.2b 



XOLLEN EXHIBIT LX -4 
G I G  RIVERS ELECTR l C CORPORATION 

WILSON DIRECT LABOR AND OVERHEADS EXPENSE 

N e t  BREC O v e r h ~ a d s  Expense $5145: ~644 
Add: C o n j t t \ u i t  i o n  h HMP&L Overheads 26C J 838 

T o t a  I Ovet~heads 517121482 

NEZ QRFC D i  t ~ e c i  Labor  Expense 24,598 J 387 
Add: C u n s t r u c i i  o i i  P, I-IMPtl D i r e s t  Labar  1~188~263 

R a t i o  Of T i i t a l  Overl.,eads To T o t a l  D i  ~ e c t  l a b o r  22.153% 

W i l s o n  D i r e c t  Labot) b e f o r e  C a n s t r u c i i u n  Reduct 5 J 248 I 860 

Wi l s o n  Overheads b e f o r e  Cnr ts t ruc t  i o n  Reduct  i GII 2 J 162 J 773 

Less :  W i l s o n  C o n s t r u c L i o n  Reduct iar t  (865~8b5) 

Net  Wi l s g n  D i r e c t  Labur  8 Overheads Expense 55 ,545 ~'769 
------ --,--- 



KOLLEN E)(t l lBIT LK-5 
BIG RIVERS ELECTRIC CORPORATION 

PROFORMED OPERATING & MAINTENANCE EXPENSE 

T o t a l  O M  

BREC E x h i b i t  5 54 I 5&6 J 355 

Wi lson  OBM (4)6'?4,227) 
U i  lson Lime b L i inestone I2~2hb)427)  
Gli l s i i n  Payvo l  l Tax 014 

li D i r e c t  Lahop ( 5 ~ 5 4 5 1 7 t 9 )  ------------- -..---.-------- 
RREC T o t a l  ObM 

E;<cluding W i l s o n  42 10.77 J 7 33 

I 

I 
I DREC Ex11 i  h i  t 7 37 I 709 J 834 
I 

IJi l 5 0 i 1  Lime b L iwest i i r te  ( 2 ~ 2 6 b ~ 4 2 7 )  
Other  Wi !son Va,- i a b l e  

Costs . E x h i b i t  7 (31375r567) 
------------- - - - -- - - A - -. - - - - 

RREC Var iaZ l e  ObM 
E x c l u d i n g  Mi l j o n  32 1267 J 9411 

- - .- -. - - . -  . --- - .  - - --. - -.-. -- 

F i x e d  OBM = T u t a l  OBM - Vap i a b i e  CbM Wi lson  F i x e d  OXM 

4 2 ~ 0 7 5 ~ 9 3 3  - 32,2&7~840 9,812r073 12~48614.22 - 51641,794 6,044~478 

- - -  --. 

Na S a l e  O&M = 

7,812~073 t 16,902~000 =26~714.~05'3 



XOLLEN EXHI3IT LK-6 
BIG RIVERS ELECTRIC CORPORATION 

UILSON NSURANCE COSTS 

P r o p e r t y  Insurance  
S p e c i a l  M u l t i  P e r i l  

I i l c l u d i n s  Gen ' l  L i a b i  I i t y  
Bo i ler And Mactti nePy 

T o t a l  6994 J 376 

T a t a l  Company P l a n t  I n v e s t n e i i t  $1 r421 r 146,065 
Wi l s a n  P l a n t  lnves t inen t  9321 533 r 052 

Rat  i n  0: W i  l 5 ~ 1 i  To T o t a l  Cumpany $5, 62: 
P l a n t  Inves tment  

- - - - - - .. . - . - - -. - . 

Wi l s u n  I n s u r a n i e  Expense $652 r 493 
------------.---- ---------------- 



KOLLEN EXHIBIT LK-7 
RIG RIVERS ELECTRIC CORPORATION 

INTEREST ON THE WILSON PLANT 

Cumulat iv i i  
Note Amount Amount 

- - - .- - - - - . - - -. - - - .- -. - - - - - - - - - - - -. - - - - - - - - -- - - - - - - - - - .- 

REA Guaranteed (Loan L-8) 1 6 6 ~ 4 9 1 ~ 2 7 0  16614911270 
REA Gua~anteed (Loan N-8) 6,451 ,252 172~7421  522 
REA Guaranteed (Loan R-8) 172~3051407 345~2471929 
REAGuaranteed ( L o a n T - 9 )  1616b7~536  361,915,465 
REA Guat airteed (Lnan U-8) 1 5 ~ 8 1 1 ~ 0 0 0  377r7261465 
REA Guaranteed (Loan V-9) 5 6 5 ~ b 4 6 ~ 0 0 0  9431372~465 

- - - - - - - - - - - - 
943 J 372 J 465 

Po I I u t  i on Contro 1 (1983) 58~8001DO!l 11002117214b5 

Cumu l ilt i ve 
Weighted 

Rate Rate 
- - - - - - - - - . - - .- - - - - - - 

ICerrn~dy And Asssciaies Pro Fririilij I n ' tE res i  Expense Adjustl i leut 

Outs tand ing  Cost 0: Wi Ison P l a n t  a t  12/31/85: 
Less Cost Of 161 KVa L i n e  

Exc ludab le  Wi l son Investment a t  12/3!/55 

Composite I n t e r e s t  Rate 

One I-lal: Year in te res t .  Dur ing Cunst ruc t ion  

Exc ludab le  Wi lson Investment a t  6/30/86: 

Composite I n t e r e s t  Kate 

Annual i zed bli lson l n t e r e s  t 



XOLLEN EXHIBIT LK-EA 
?ATE TARRIFS 

WITHOUT WILSON UITt.IOUT MEAE II. CLEVELAIdD OFF--SYSTEM SALES 

BILLING RATE 
AMOUNTS IJNITS T q r ' l i r i '  

lk,!!\i l  $J 

ENERGY RELATED EXPENSES : 

FUE l 
V ~ P  i ab l e Operat  i ny & Mai n ienance 
Le55: Fuel & Var O&M f u r  Of f -System Sa les  
Energy R e l a t e d  P i i ~ r l i a s e d  Pilwer I n c l  I:MP&L 

TOTAL ENERGY RELATED EXPENSES 

CAPACITY RELATED EXPENSES: 

T ~ i a  f Cspac i ty Re I a t e d  E i : p ~ i i 5 ~ 5  
Add: O p e r a t i n g  M a w  i n Reqii i  r e m e ~ t  
1-ess : O f f  - S Y ~ ~ E I I  Sa l es C o i i t ~  i h u t  i urt La  Demand 

O i l i e r  O p e r a t i n g  ?eiienue 
I n t e r e s t  Inco~i le  
Other  Cap i t a  l C ~ e d  i t s  

TOTAL CATIACITY RELATED EXPENSES 

TOTAL REVENUES TO BE RECOVERE! 



I,, :i 
al L Ln CJ 
II) IU (2, C 
Lt- 3 -i LLJ 



Ko l  / e n  E x h i b i t  LK-9a 
D i . ; t r i bu t ian  ilf 8REC Reveiiues 

P r e s e n t  us .  Proposed Rates 
W i t h o u t  MEAN and C i  t y  o f  C l e v e l a n d  Sa les  

BREC C u r r e ~ l t  Ra tes  X8.A P ~ a p o s e d  Rates 
-- - - -- -" - - -- - -- -. - - - - - - - -, - .- - - - - - - - 

Demand Energy Cevand E i l e r y y  
Revenues Revenues Revenues 2evenues % D i  f f  -------- -------- ---- - --.- - ----- --- -- ------ ----.----. --.-,--- .-- ,--- 

( $ / k W )  (%/mlJh) (9/kW) ("vlmWh) 
I ' )C  
O ,  ~4 18,730 4.7231 15.854 

NSA - kGJ 414G 25878 1955b 
N5A -- kbltl 3COD 5679fl 47562 
NSA -- T o t a l  82668 6'7118 -18.81% 

ALCAK I ~ U  4380 23658 20687 
ALCAN - kWh l n i c  i IOJ 3719t 31i52 
ALCAN - Tu t a l  60833 C 0 7  ~ 1 ~ 7  -14.77% 

Other  -. kt) 4831 27855 ')')a a 
L L U ~ "  

O'ihev . kLjh 1944 36776 30817 
Otl ter  .- T i l ta t  64652 53634 -.IT. G4 .x  

S ) ' ~ i ~ l i l  - kg i3352 77371 83061 
Sy.jt:z~n - kWh $707 130702 107530 

-------- .-------- --.------ -.- .... --". 

System T o t a l  208153 1 19C03 
r r L J r L  -.:7.C0% 

SREC ? t . ~ p i s e d  l?a,i:es 

klmand Ener yy 

Revenues Revenues % O i f i  
-------- -em----- -----...-- --.----..-- ,---.-. ---- .----- 

($ /kU)  (S/~WII )  
$7.50 ib.7270 

Ssui.ces and No tes  : 
1, E x i l u d e s  i h i ?  surcf. ,arge and p e n a l t y  revenues 
') 0' 
L .  u i l I /  ny Un l  t 5  D a d  i l / i  BREC ExI-I i b  i *L 4 



/KO I l en EXIT i b i t LI/\-.9h 
D i s i t '  i b u t  ! on o 1 BREC Revenues 

P r e s e n t  v s .  P ruposed  Ra tes  
W i t h  MEAM and C i t y  o f  C l e v e l a n d  Sa les  

3REC Cupren t  Ra tes  XBA Proposed Ra tes  
- - - - . -. - - - - - - - - - .- - .- - - - - - - .- - - - - -. . . -. - - 
Demand Energy  Demand Energy 
Revenues R ~ v e n u e s  Revenues Revenues Z Di -------- -------- 
.me------ -------- -------- -------- -------- ------.-- ------we -----.---. 

($ / kU)  frtt/ifiWl~) (B/kW) (S/mUh) 
6.25 18.933 4. a439 15.854 

158 -- (iy 4140 258'78 11744 
NSA -- k l lh  56790 47562 
NSC., T o t a l  82668 b4306 -22.21% 

ALCAN - kW 4390 23638 17712 
ALCAN - tWl~ 4 0 1  C 

i IOJ 3'7196 7  I C Q  
J ~ L J L  

A!.CAb! -- T o t a l  60833 49964 -19. 68% 

Other  - kW 483: 27855 19536 
0tl.li.r - kwh 1946 ,~n7 10 3081 7 7 1  01 

Other  - T a t a l  b4652 50353 -72.12% 

DREC Proposed R i t e s  
- . -. - - -. - - - - - - - - - - . - - 
Demand Energy 
Revenues R e v ~ n i i e s  X Di f f  
----- --.- -------- -------- .--.- ----- -------- -------.-. 

($ /kW)  (O/mWh) 
$7.50 ib.7270 

Sources and N o t c s  : 
1 r - 1  ..I3- 
.i . ILKL I L I U L ~  t h e  s t r ~ c h a r g e  a i d  pena 1.i)~ rEvenUes 
2 .  R i I I i n r  [ :ni ts Based l jn  RREC E x h i b i t  4. 


